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DETAILED ACTION 
Claim Rejections - 35 USC § 103 

The following is a quotation of 35 U.S.C. 103(a) which forms the basis for all 
obviousness rejections set forth in this Office action: 

(a) A patent may not be obtained though the invention is not identically disclosed or described as set 
forth in section 102 of this title, if the differences between the subject matter sought to be patented and 
the prior art are such that the subject matter as a whole would have been obvious at the time the 
invention was made to a person having ordinary skill in the art to which said subject matter pertains. 
Patentability shall not be negatived by the manner in which the invention was made. 

Claims 1-3, 12-31, 33 and 35-36 are rejected under 35 U.S.C. 103(a) as being 
unpatentable over Foster et al (hereinafter Foster, US 2004/0073508 A1) in view of 
Tash (Carl Tash. "Tenant Demand Drives Value in Today's Market." National Real 
Estate Investor. Atlanta: Oct 1993. Vol. 35, Iss. 11: pg 230, 2 pqs.) 

Re Claim 1 : Foster discloses a method of evaluating a property comprising: 

• Determining a first stochastic value associated with a property (Page 1 , 
paragraph 0005-0006) 

• Determining a second stochastic value associated with the property (page 
1, paragraph 0005-0006) 

Foster does not explicitly disclose the steps comprising: 

• Wherein the second stochastic value being associated with vacancy 
information and; 

• Predicting Income associated with the property based on the first and 
second stochastic value 

Tash discloses that valuations of income producing real estate have been 
determined by some combination of recent cash flows and projected cash flows and 
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that furthermore vacancy information, while ignored in the past, is perhaps the most 
important component that drives value for these properties (See Abstract). Therefore it 
would have been obvious to a person of ordinary skill in the art at the time of invention 
to modify Foster to include vacancy information as a particular stochastic variable in 
order to get a more accurate prediction of the value of income producing real estate. In 
including vacancy information to the valuation process an investor can further deduce 
which properties represent potential value investments and which properties should be 
ignored. 

Re Claim 2: Foster in view of Tash discloses the claimed method supra but the 
references do not explicitly disclose wherein said determinations of the first and second 
stochastic values are repeated, and said predicting is performed in accordance with a 
Monte Carlo simulation to determine an income distribution. However it was notoriously 
well known in the art at the time of invention to utilize a Monte Carlo simulation when 
using random (stochastic) numbers to determine events. In the Monte Carlo method a 
random number generator is used to calculate the probability of a particular event in 
order to gain a perspective on a distribution of the possible events. Therefore it would 
have been obvious to a person of ordinary skill in the art to utilize a Monte Carlo 
simulation to the method of Foster in view of Tash in order to estimate the probabilities 
of the future income distribution of the properties. This will further assist in evaluating 
the property, as it will show the best, worst and most likely future cash flows from the 
property (Also see Foster paragraph 0043 "model alternative scenarios... based upon a 
variety of assumptions."). 
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Re Claim 3: Foster in view of Tash discloses the claimed method supra but 
does not explicitly disclose wherein the first stochastic value is associated with an 
interest rate yield curve. However both references note that actual and future cash 
flows are utilized to predict the value of income producing real estate (Abstract of Tash; 
Paragraph 0006 of Foster). Furthermore, the interest rate yield of an investment is 
notoriously well known as a cash flow utilized in investment valuation. Therefore it 
would have been obvious to modify Foster in view of Tash to include this step in order 
to value the property based on a widely utilized cash flow value that is important to 
investors. 

Re Claim 12: Foster in view of Tash discloses the claimed method supra and 
Foster further discloses wherein said predicting is performed for a plurality of properties 
(Page 7, paragraph 0078 "valuing a new property.") 

Re Claim 13: Foster in view of Tash discloses the claimed method supra but the 
references do not explicitly 'disclose wherein a cross-correlation matrix is utilized for the 
stochastic variables. However cross-correlation matrixes were notoriously well known 
in the art at the time of invention. It would have been obvious to anyone of ordinary skill 
in the art at the time of invention to include this feature to the disclosure of Foster in 
view of Tash so that a user can see the degree to which the variables are related. 

Re Claim 14: Foster in view of Tash discloses the claimed method supra and 
Foster further discloses wherein said predicting is performed for each of the plurality of 
properties based on the first and second stochastic values (Page 7, paragraph 0078 
"valuing a new property.") 
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Re Claim 15: Foster in view of Tash discloses the claimed method supra and 
Tash further discloses wherein said predicting is performed for a property having a 
plurality of units (Page 2, 4 th full paragraph "multi-tenant office buildings.") 

Re Claim 16: Foster in view of Tash discloses the claimed method supra and 
Tash further discloses wherein said predicting is performed for a variety of time periods 
(Abstract "10 to 20 year analysis") 

Re Claim 17: Foster in view of Tash discloses the claimed method supra and 
Foster further discloses wherein said predicting comprises predicting net operating 
income (Paragraph 0006) 

Re Claim 18: Foster in view of Tash discloses the claimed method supra and 
Foster further discloses predicting the value of the property investment based on N 
years of discounted operating income returns (paragraph 0006 "projected cash flows" 
inherently discounted;) and the value of a sale in year N using a stochastic cap rate 
(paragraph 0006 and 0066). 

Re Claim 19: Foster in view of Tash discloses the claimed method supra and 
Foster further discloses wherein said predicting comprises calculating debt service 
coverage ratio information (paragraph 0006; "calculate principal and interest payments 
over the term of a fixed loan.") 

Re Claim 20: Foster in view of Tash discloses the claimed method supra and 
Foster further discloses wherein the debt service coverage ration information is 

i 

calculated based on net operating income information, operating expense information, 



Application/Control Number: 10/045,468 Page 6 

Art Unit: 3628 

management fee information and debt service information (paragraphs 0006, 0070, and 
0106) 

Re Claim 21 and 22: Foster in view of Tash discloses the claimed method supra 
and but does not explicitly disclosing evaluating a loan based on the debt service 
coverage ratio and comparing the debt service ratio information with a pre-determined 
value. However it was well known in the art at the time of invention that the purpose of 
running an evaluation is to compare the results of the evaluation with one's 
requirements. Therefore it would have been obvious to a person of ordinary skill in the 
art to utilize the results of a test model to evaluate the loan in order to determine the 
acceptability and/or the affordability of the investment. 

Re Claim 23: Foster in view of Tash discloses the claimed method supra and 
Foster further discloses adjusting a potential loan parameter based on said evaluation 
(paragraph 0078 "modify and existing property evaluation.") 

Re Claim 24: Foster in view of Tash discloses the claimed method supra but 
does note explicitly disclose predicting a loan workout result. However it was well 
known in the art at the time of invention to factor in a potential default into a prediction 
since there is always at least a small risk associated with this situation. Therefore it 
would have been obvious to a person of ordinary skill to include this step to the 
disclosure of Foster in view of Tash so that the risk of default is factored into the 
valuation as well as any remedial measures that will be undertaken should this happen. 

Re Claim 25: Foster in view of Tash discloses the claimed method supra but 
does not explicitly disclose wherein said predicting is based on at least one of: (i) a 



Application/Control Number: 10/045,468 Page 7 

Art Unit: 3628 

borrower deferred tax liability, (ii) a borrower litigation, (iii) a loan amount, (iv) a 
borrower worth, (v) other borrower loans, (vi) loan to value information, (vii) borrower 
equity, and (viii) borrower capital. However these are all well-known factors of a 
borrowers ability to pay a loan, which would effect any prediction as to a loan workout. 
Therefore it would have been obvious to a person of ordinary skill in the art at the time 
of invention to include these steps to the disclosure of Foster in view of Tash so that all 
potential risk associated with a particular borrower have been factored into the 
evaluation. 

Re Claim 26: Foster in view of Tash discloses the claimed method supra and 
while not explicitly disclosing wherein said predicting is based on a stochastic forecast, 
the fact that the variables in question are random, it would be inherent that the 
predicting would be a stochastic forecast. A prediction by its very nature is conjecture 
or stochastic. 

Re Claim 27: Foster in view of Tash discloses the claimed method supra but 
does not explicitly disclose wherein the loan workout result is associated with a 
predicted loss amount. However it is well known in the art that the overall loss amount 
from a defaulted loan is a major risk factor in determining value. Therefore it would 
have been obvious to a person of ordinary skill in the art at the time of invention to 
include these steps to the disclosure of Foster in view of Tash so that all potential risk 
associated with a potential transaction or investment have been factored into the 
evaluation. 
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Re Claim 28-30: Foster in view of Tash discloses the claimed method supra and 
further discloses calculating loan to value information and evaluating a potential loan 
based on the loan to value information wherein said evaluating comprises comparing 
the loan to value information with a pre-determined value (Paragraphs 0105-0107). 

Re Claim 31: Foster in view of Tash discloses the claimed method supra and 
Foster further discloses adjusting a potential loan parameter based on said evaluation 
(paragraph 0078 "modify an existing property evaluation.") 

Re Claim 33 and 35: Further apparatus and medium claims would have been 
obvious in order to implement the previously rejected method claim 1, and is therefore 
rejected using the same art and rationale. 

Re Claim 36: Foster discloses a method of evaluating a property comprising: 

• Determining a stochastic value associated with the property (Page 1 , 
paragraph 0005-0006) 

Foster does not explicitly disclose the steps comprising: 

• Wherein the stochastic value being associated with vacancy information 
and; 

• Predicting Income associated with the property based on the stochastic 
vacancy value 

Tash discloses that valuations of income producing real estate have been 
determined by some combination of recent cash flows and projected cash flows and 
that furthermore vacancy information, while ignored in the past, is perhaps the most 
important component that drives value for these properties (See Abstract). Therefore it 
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would have been obvious to a person of ordinary skill in the art at the time of invention 
to modify Foster to include vacancy information as a particular stochastic variable in 
order to get a more accurate prediction of the value of income producing real estate. In 
including vacancy information to the valuation process an investor can further deduce 
which properties represent potential value investments and which properties should be 
ignored. 

Claims 4-11. 32 and 34 are rejected under 35 U.S.C. 103(a) as being 
unpatentable over Foster in view of Tash in view of Florance (US 6.871.140 BP . 

Re Claim 4: Foster in view of Tash discloses the claimed method supra but 
does not explicitly disclose wherein the first stochastic value is associated with a market 
rent forecast. Florance discloses a method for collection, distribution and use of 
information in connection with commercial real estate including a variety of databases 
containing said information, including market rent information (Column 18, lines 48-51). 
It would have been obvious to a person of ordinary skill in the art at the time of invention 
to modify Foster in view of Tash to include this database in order to have access to 
even more information from which to make a valuation on a potential investment 
property. Foster utilizes "multiple databases to obtain comparables data related to a 
property of interest for use in calculations (Abstract)." By including the extensive 
Florance database a user of Foster would have even more information from which to 
make a proper decision about a potential investment. 
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Re Claim 5: Foster in view of Tash in view of Florance discloses the claimed 
method supra but does not explicitly disclose wherein the first stochastic value is further 
associated with a market rent volatility model. However it was notoriously well known in 
the art at the time of invention to use volatility data in valuations in order to make a more 
accurate prediction. This is done to counter any effects of rapid fluctuations between 
measuring periods. Therefore it would have been obvious to a person of ordinary skill 
in the art to view any market volatility data when making a valuation in case so that an 
erroneous estimate is not used because of a particular data point that is not indicative of 
the normal behavior. 

Re Claim 6: Foster in view of Tash in view of Florance discloses the claimed 
method and Florance further discloses wherein the first stochastic value is associated 

* 

with at least one of (i) property expense information, (ii) capitalization rate information 
and (iii) lease term information (Column 41 line 23). 

Re Claim 7: Foster in view of Tash in view of Florance discloses the claimed 
method and Florance further discloses wherein the second stochastic value comprises 
vacancy time information (Column 50 lines 20-32) 

Re Claim 8: Foster in view of Tash in view of Florance discloses the claimed 
method and Florance further discloses wherein the vacancy time information comprises 
a vacancy time distribution (Column 50 lines 20-32; distribution over 12 months). 

Re Claim 9: Foster in view of Tash in view of Florance discloses the claimed 
method and Florance further discloses wherein the vacancy time information is based 
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on at least one of: (i) market demand information, (ii) market vacancy information, and 
(iii) market supply information (Column 41, lines 24-25; market vacancy information). 

Re Claim 10: Foster in view of Tash in view of Florance discloses the claimed 
method and Florance further discloses wherein the vacancy time information is 
associated with a tenet renewal prediction (Column 50 lines 20-32). 

Re Claim 1 1 : Foster in view of Tash in view of Florance discloses the claimed 
method and Florance further discloses wherein an evaluation is further based on at 
least one of (i) potential loan information (Column 49 line 56-58; many other of the 
values listed in Column 49 lines 47-Column 50 line 19). 

Re Claim 32: Foster discloses a method of evaluating a property comprising: 

• Determining a series of stochastic interest rate values associated with 
the property over a period of time (paragraph 0006 "cash flow calculation 
tools." And 0066) 

• Predicting debt service coverage ratio information associated with the 
property based on the stochastic values (paragraph 0006; "calculate 
principal and interest payments over the term of a fixed loan.") 

Foster does not explicitly disclose 

• Determining a series of stochastic market rent values associated with the 
property over the period of time 

• Determining a series of stochastic vacancy values associated with the 
property over the period of time 
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• Wherein said determinations of the stochastic values are repeated and 
said predicting is performed in accordance with a Monte Carlo simulation 
and; 

• Evaluating a potential loan based on the debt service coverage ratio 
information 

Tash discloses that valuations of income producing real estate have been 
determined by some combination of recent cash flows and projected cash flows and 
that furthermore vacancy information, while ignored in the past, is perhaps the most 
important component that drives value for these properties (See Abstract). Therefore it 
would have been obvious to a person of ordinary skill in the art at the time of invention 
to modify Foster to include vacancy information as a particular stochastic variable in 
order to get a more accurate prediction of the value of income producing real estate. In 
including vacancy information to the valuation process an investor can further deduce 
which properties represent potential value investments and which properties should be 
ignored. 

Foster in view of Tash discloses the claimed method supra but does not explicitly 
disclose wherein the first stochastic value is associated with a market rent forecast. 
Florance discloses a method for collection, distribution and use of information in 
connection with commercial real estate including a variety of databases containing said 
information, including market rent information (Column 18, lines 48-51). It would have 
been obvious to a person of ordinary skill in the art at the time of invention to modify 
Foster in view of Tash to include this database in order to have access to even more 
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information from which to make a valuation on a potential investment property. Foster 
utilizes "multiple databases to obtain comparables data related to a property of interest 
for use in calculations (Abstract)." By including the extensive Florance database a user 
of Foster would have even more information from which to make a proper decision 
about a potential investment. 

The references do not explicitly disclose wherein said determinations of the 
stochastic values are repeated, and said predicting is performed in accordance with a 
Monte Carlo simulation to determine an income distribution. However it was notoriously 
well known in the art at the time of invention to utilize a Monte Carlo simulation when 
using random (stochastic) numbers to determine events. In the Monte Carlo method a 
random number generator is used to calculate the probability of a particular event in 
order to gain a perspective on a distribution of the possible events. Therefore it would 
have been obvious to a person of ordinary skill in the art to utilize a Monte Carlo 
simulation to the method of Foster in view of Tash in order to estimate the probabilities 
of the future income distribution of the properties. This will further assist in evaluating 
the property, as it will show the best, worst and most likely future cash flows from the 
property (Also see Foster paragraph 0043 "model alternative scenarios... based upon a 
variety of assumptions.") 

The references do not explicitly disclose evaluating a loan based on the debt 
service coverage ratio. However it was well known in the art at the time of invention 
that the purpose of running an evaluation is to compare the results of the evaluation 
with one's requirements. Therefore it would have been obvious to a person of ordinary 



Application/Control Number: 10/045,468 Page 14 

Art Unit: 3628 

skill in the art to utilize the results of a test model to evaluate the loan in order to 
determine the acceptability and/or the affordability of the investment. 

Re Claim 34: Florance in view of Tash discloses the claimed apparatus supra 
but does not explicitly disclose wherein said storage device further stores at least one 
of: (i) an interest rate information database, (ii) a market rate database, (iii) a vacancy 
database and (iv) an evaluation database. 

Florance discloses a method for collection, distribution and use of information in 
connection with commercial real estate including a variety of databases containing said 
information, including market rent information (Column 18, lines 48-51). It would have 
been obvious to a person of ordinary skill in the art at the time of invention to modify 
Foster in view of Tash to include this database in order to have access to even more 
information from which to make a valuation on a potential investment property. Foster 
utilizes "multiple databases to obtain comparables data related to a property of interest 
for use in calculations (Abstract)." By including the extensive Florance database a user 
of Foster would have even more information from which to make a proper decision 
about a potential investment. 

Conclusion 

Any inquiry concerning this communication or earlier communications from the 
examiner should be directed to Timothy M. Harbeck whose telephone number is 571- 
272-8123. The examiner can normally be reached on M-F 8:30-5:00. 
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If attempts to reach the examiner by telephone are unsuccessful, the examiner's 
supervisor, Hyung S. Sough can be reached on 571-272-6799. The fax phone number 
for the organization where this application or proceeding is assigned is 571-273-8300. 

Information regarding the status of an application may be obtained from the 
Patent Application Information Retrieval (PAIR) system. Status information for 
published applications may be obtained from either Private PAIR or Public PAIR. 
Status information for unpublished applications is available through Private PAIR only. 
For more information about the PAIR system, see http://pair-direct.uspto.gov. Should 
you have questions on access to the Private PAIR system, contact the Electronic 
Business Center (EBC) at 866-217-9197 (toll-free). If you would like assistance from a 
USPTO Customer Service Representative or access to the automated information 
system, call 800-786-9199 (IN USA OR CANADA) or 571-272-1000. 




